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May  Exports  Rise  7  Percent 

Sales  Gains  Led  by  Wheat,  Soybeans,  and  Consumer  Foods 


$Billion 


FY 1990  FY 1991  FY  1992  FY 1993 


May  trade  statistics  released  on 
July  16  by  the  Commerce  De¬ 
partment  placed  the  value  of  U.S.  agri¬ 
cultural  exports  at  $3.4  billion,  up  7 
percent  from  the  same  month  last  year 
but  down  7  percent  from  April’s  level. 
Compared  to  year  ago  levels,  higher 
shipments  of  wheat,  soybeans,  soybean 
oil  and  high-value  consumer  foods 
more  than  offset  declines  in  coarse 
grains,  rice,  cotton,  and  tobacco. 

May’s  shipments  bring  U.S.  exports 
during  the  first  8  months  of  fiscal 
1993  to  $30.1  billion,  up  2  percent 
from  the  same  period  last  year.  Ex¬ 
ports  of  consumer-oriented  foods  con¬ 
tinue  to  outpace  levels  during  the  pre¬ 
vious  year,  while  expons  of  intermedi¬ 
ate  and  bulk  products  remain  un¬ 
changed. 

At  $1.3  billion  in  May,  U.S.  exports  of 
bulk  commodities  were  up  6  percent 
from  the  same  month  last  year.  Dou¬ 
ble  digit  increases  in  shipments  of 
wheat  and  soybeans  offset  sharp  de¬ 
creases  in  rice,  cotton  and  tobacco. 
May’s  performance  brought  bulk  ex¬ 


ports  for  the  first  8  months  of  fiscal 
1993  to  $14.1  billion,  unchanged  from 
the  same  period  in  fiscal  1992. 

U.S.  exports  of  intermediate  products 
reached  $716  million  in  May,  off  2 
percent  from  shipments  during  the  pre¬ 
vious  May.  Increased  exports  of 
wheat  flour,  soybean  oil  and  planting 
seeds  were  offset  by  declines  in  vege¬ 
table  oils  other  than  soybean  oil,  live 
animals,  animal  fats,  and  sugar,  sweet¬ 
eners  and  beverage  bases.  May’s  per¬ 
formance  brought  intermediate  product 
exports  for  the  first  8  months  of  fiscal 
1993  to  $6.3  billion  which,  like  bulk 
commodities,  was  unchanged  from  the 
same  period  in  fiscal  1992. 

U.S.  exports  of  high-value  consumer 
food  products  continued  its  double 
digit  rate  of  growth.  Shipments 
reached  $1.3  billion  in  May,  a  13  per¬ 
cent  increase  over  the  same  month  last 
year.  Exports  rose  in  all  categories  but 
double  digit  increases  were  registered 
in  exports  of  fresh  vegetables,  red 
meat,  poultry  meats,  dairy  products, 
pet  foods,  snack  foods  and  tree  nuts. 


May’s  performance  brought  consumer 
food  exports  for  the  first  8  months  of 
fiscal  1993  to  $9.7  billion,  up  $698 
million  from  the  same  period  in  fiscal 
1992.  Fiscal  1993  export  of  high- 
value  consumer  food  products  now 
seem  well  on  its  way  to  registering  its 
seventh  record  in  as  many  years. 

Overall,  export  performance  was  up  in 
6  of  the  top  10  U.S.  agricultural  mar¬ 
kets  in  May  compared  with  the  same 
month  last  year.  There  were  double 
digit  increases  in  shipments  to  Can¬ 
ada,  the  Former  Soviet  Union,  South 
Korea  and  Hong  Kong  while  sales  to 
Egypt  rose  by  109  percent.  Shipments 
increased  to  Japan  by  5  percent,  re¬ 
versing  last  month’s  decline.  Sales  de¬ 
clined  to  the  EC,  Mexico,  Taiwan  and 
the  Philippines. 

May  agricultural  imports  reached  $2.1 
billion,  up  7  percent  from  a  year  ago. 
Sharply  higher  imports  of  tobacco 
products,  and  fruits  and  vegetables  ac¬ 
count  for  more  than  four-fifths  of  the 
gain.  This  brings  imports  for  the  first 
8  months  of  fiscal  1993  to  $16.7  bil¬ 
lion.  The  fiscal  year-to-date  agricul¬ 
tural  trade  surplus  now  totals  $13.4 
billion,  roughly  unchanged  from  the 
same  8-month  period  last  year. 
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U.S.  Agricultural  Export  Summaries 

October-May  and  Latest  Month  Comparisons 


Product  Summary 


Latest  month 


+12% 


Wood  products  1/ 


Wood  products  1/ 


+23% 


Soybeans  &  products 


Soybeans  &  products 


Horticultural  products 


Horticultural  products 


Livestock  products 


Livestock  products 


Feed  grains 


grains 


;+58% 


Wheat  &  flour 


Wheat  &  flour 


Cotton 


Cotton 


Tobacco 


Tobacco 


Million  dollars 


Billion  dollars 


Top  Ten  Markets  Summary 


Latest  month 


Canada 


Canada 


Mexico 


Mexico 


S.  Korea 


S.  Korea 


Taiwan 


Taiwan 


+59% 


,+34% 


Philippines 


Million  dollars 


Billion  dollars 


Note:  Percentages  are  computed  as  the  change  from  a  year  ago. 
1/  Not  included  in  agricultural  totals. 
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Consumer  Food  Highlights 


This  month,  Agricultural  Trade  Highlights  introduces  "Consumer 
Food  Highlights,"  as  part  of  an  ongoing  commitment  to  provide 
information  on  foreign  market  opportunities  for  U.S.  consumer 
foods.  Key  developments  in  nine  product  groups  will  be  summa¬ 
rized.  This  new  section  replaces  "Commodity  Highlights,"  which 
covered  a  broader  set  of  agricultural  product  groups. 


Since  1986,  the  value  of  consumer 
food  exports  rose  on  average  17 
percent  each  year  and  now  ac¬ 
counts  for  one-third  of  total  U.S.  agri¬ 
cultural  exports,  up  from  only  12  per¬ 
cent  in  1980.  After  reaching  a  record 
$14  billion  in  1992,  a  new  record  is 
expected  this  year.  Exports  were  up  6 
percent  during  the  first  five  months  of 
1993.  Red  meats  continue  as  the  larg¬ 
est  sales  group,  with  processed  fruits 
and  vegetables  and  fresh  fruits  the 
next  largest.  Canada  and  Japan  ac¬ 
count  for  roughly  half  of  total  U.S. 
consumer  food  exports.  The  EC, 
Mexico,  the  ’Four  Tigers  of  Asia’  and 
the  Caribbean  Islands  are  also  major 
markets. 

In  May,  exports  of  chilled/frozen  red 
meats  rose  10  percent  from  year-ear¬ 
lier  levels  to  $281  million  on  a  2-per- 
cent  volume  decline.  Sales  gains  were 
greatest  for  beef  variety  meats  and 
boneless  beef  and  veal  cuts.  Year-to- 
date  exports  reached  $1.2  billion  in 
1993,  down  3  percent  from  the  pace 
set  in  1992.  Sales  to  Japan  were 
ahead  $58  million  due  to  a  10-percent 
reduction  in  tariffs  instituted  in  April. 
By  contrast,  exports  to  Mexico  were 
down  $54  million,  in  part  due  to  new 
20-25  percent  tariffs  on  beef.  Simi¬ 
larly,  sales  were  down  45  percent  to 
South  Korea  compared  with  last  year’s 
level  due  to  fewer  government  tenders 
for  beef. 

Exports  of  processed  fruits  and  vege¬ 
tables  rose  6  percent  in  May  from 
year-earlier  levels  to  $135  million. 
During  the  first  five  months  of  1993, 
the  record-setting  pace  of  sales  to 
Canada  boosted  exports  to  $642  mil¬ 
lion  or  5  percent  higher  than  the  same 
period  last  year.  Exports  of  processed 
vegetables  make  up  62  percent  of  the 
total,  and  are  running  6  percent  ahead 
of  1992  levels.  Within  this  category, 
canned  vegetable  sales  were  up  11 
percent  at  $226  million.  Frozen 
french  fries  and  canned  com  recorded 
the  largest  gains,  with  sales  increases 
greatest  in  East  Asia. 


In  May ,  fresh  fruit  shipments  were  vir¬ 
tually  unchanged  at  $179  million 
when  compared  with  the  same  month 
last  year.  Year-to-date  sales  now  total 
$642  million,  or  9  percent  less  than 
the  same  period  last  year.  The  combi¬ 
nation  of  a  stronger  dollar,  recession, 
and  large  domestic  EC  apple  supplies 
led  to  lower  U.S.  apple  shipments  to 
the  EC.  Apple  exports  are  one-sixth 
of  total  U.S.  fruit  shipments.  Counter¬ 
ing  the  decline  in  apple  sales  has  been 
the  popularity  of  U.S.  grapefruit,  espe¬ 
cially  in  France.  A  late  Florida  har¬ 
vest  accounts  for  higher  shipments  in 
May. 

With  double-digit  sales  gains  in  a  vari¬ 
ety  of  products,  U.S.  snack  food  ex¬ 
ports  jumped  14  percent  to  $68  mil¬ 
lion  in  May  compared  with  the  same 
month  a  year  earlier.  This  raises  the 
year-to-date  total  to  $380  million,  up 
25  percent  from  last  year  and  clearly 
headed  for  a  new  record  high.  Contin¬ 
ued  brisk  sales  of  salty  snacks,  led  by 
potato  chips,  accounted  for  most  of 
the  gain  in  May  with  1993  sales  now 
totaling  $100  million,  up  25  percent 
from  last  year.  Other  products  which 
are  posting  strong  gains  in  1993  in¬ 
clude  bakery  foods,  such  as  cookies 
and  pastries  (up  19  percent  to  $106 
million),  and  chocolate  products  (up 
27  percent  to  $85  million). 

In  May,  pet  food  exports  rose  40  per¬ 
cent  to  $37  million  when  compared 
with  year-earlier  levels.  On  a  percent¬ 
age  basis,  pet  food  sales  are  leading 
all  other  consumer  food  groups  in 
growth.  With  a  year-to-date  total  of 
$193  million,  pet  food  shipments  are 
27  percent  ahead  of  last  year’s  record¬ 
setting  pace.  The  high  growth  in  pet 
food  sales  continues  a  trend  of  the  last 
several  years,  and  is  widespread  in 
nearly  all  regional  markets.  Despite 
recessions  in  the  EC  and  Japan,  over¬ 
seas  shipments  continue  to  boom. 

Breakfast  food  exports  surpassed  year- 
earlier  levels,  rising  8  percent  to  $16.9 
million  in  May.  At  $105  million, 
year-to-date  exports  outpaced  1992 


levels  by  25  percent,  making  a  new 
sales  record  likely  for  1993.  Although 
sales  to  Canada,  the  leading  market, 
were  down  slightly  to  $36  million, 
sales  to  all  other  major  destinations 
were  up.  Increased  sales  to  the  EC, 
which  were  123  percent  higher  than 
year-earlier  levels,  were  directly  attrib¬ 
uted  to  large  increases  in  shipments  to 
the  United  Kingdom  and  France.  The 
Mexican  and  Japanese  markets  also 
showed  strong  growth;  each  were  up 
$3  million. 

Exports  of  wine  and  beer  rose  8  per¬ 
cent  in  May  to  $41  million.  During 
the  first  five  months  of  1993,  ship¬ 
ments  remained  unchanged  from  the 
previous  year  at  $147  million.  Sales 
gains  to  Hong  Kong,  the  EC  and  Mex¬ 
ico  were  offset  by  declines  to  Japan 
and  Canada.  Beer  exports,  which  cur¬ 
rently  make  up  53  percent  of  total 
group  sales,  are  running  3  percent  be¬ 
hind  previous  year  levels  while  wine 
shipments  are  running  3  percent 
above. 

Poultry  meat  exports  were  up  26  per¬ 
cent  to  $91  million  in  May,  with  fro¬ 
zen  chicken  cuts  accounting  for  most 
of  the  gain.  Shipments  were  up  12 
percent  to  $391  million  so  far  this 
year.  Sales  gains  were  broad-based, 
led  by  raw  chicken  cuts  (up  12  percent 
to  $227  million),  prepared  poultry 
meats  like  franks,  nuggets  and  entrees 
(up  27  percent  to  $53  million)  and  fro¬ 
zen  turkey  meat  (up  15  percent  to  $39 
million).  Although  established  mar¬ 
kets  like  Canada  and  Hong  Kong  re¬ 
main  strong,  U.S.  exports  continue  to 
diversify,  with  emerging  markets  in 
Eastern  Europe  and  China  becoming 
more  important. 

In  May,  fresh  vegetable  exports  rose 
34  percent  to  $120  million  from  year- 
earlier  levels.  Exports  were  up  11 
percent  to  $478  million  for  the  first 
five  months  of  1993,  putting  1993 
sales  on  the  path  to  a  new  record.  So 
far  in  1993,  sales  growth  was  most  no¬ 
ticeable  for  lettuce,  celery,  and  onions. 
Canada,  the  largest  market  by  a  wide 
margin,  led  all  others  with  sales  rising 
13  percent  to  $381  million.  The  Ba¬ 
hamas,  which  has  been  a  very  small 
market  for  U.S.  exporters  in  the  past, 
is  now  the  fifth  largest  market  for  U.S. 
fresh  vegetables  with  almost  $7  mil¬ 
lion  in  sales  during  the  first  five 
months  of  1993. 
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Note :  Percentages  represent  the  change  from  1992  to  1993. 


Country  Spotlight:  Venezuela 


are  making  a  strong  comeback 
along  a  broad  product  front,  led  by 
surging  sales  of  bulk  commodities. 
This  38  percent  gain  since  1991  is  due 
to  the  strong  performance  of  the  coun¬ 
try’s  economy  that  has  spurred  its  do¬ 
mestic  poultry  and  livestock  indus¬ 
tries,  as  well  as  trade  reform.  Vene¬ 
zuela’s  economy  grew  at  record  rates 
for  Latin  America  two  years  in  a  row 
(1990  and  1991).  The  Government  re¬ 
cently  reduced  its  maximum  tariff  rate 
to  20  percent,  and  feed  ingredient  im¬ 
port  restrictions  were  eliminated  in 
early  1992.  Import  licensing  was  also 
abandoned  for  most  consumer-ready 
foods. 

These  developments  made  U.S.  prod¬ 
ucts  more  competitive,  and  secured 
Venezuela’s  position  as  the  U.S.’  third 
largest  agricultural  market  in  the 
Western  Hemisphere,  and  one  of  the 
most  promising  ones. 

Each  category  of  agricultural  exports 
to  Venezuela  —  bulk,  intermediate 
(semi-processed)  and  consumer-ori¬ 
ented  foods  —  experienced  double¬ 
digit  growth  in  1992.  Bulk  commodi¬ 
ties  were  up  by  69  percent  in  1992, 


and  the  pace  of  sales  from  January  to 
April  1993  indicates  even  stronger 
gains  this  year.  Intermediate  products 
grew  by  18  percent,  due  almost  en¬ 
tirely  to  the  sharp  rise  of  soybean  meal 
which  benefited  from  the  elimination 
of  domestic  product  purchase  quotas. 
Once  tariffs  on  imported  processed 
foods  were  dropped,  pent-up  demand 
was  transformed  into  broad-based 
gains  for  U.S.  grocery  items,  which 
rose  29  percent  in  1992.  Thus,  U.S. 
exports  have  captured  a  rising  share  of 
the  Venezuelan  consumer-ready  food 
import  market;  they  gained  11  points 
to  18  percent  overall. 

Competitive  Feed  Ingredients 

Bulk  commodities  and  intermediate 
products  from  the  U.S.  enjoyed  a  re¬ 
bound,  rising  to  $198  and  $169  mil¬ 
lion,  respectively,  in  CY  1992.  The 
U.S.  historically  has  been  the  top  sup¬ 
plier  (with  a  65  percent  share)  of 
Venezuela’s  bulk  commodity  markets, 
especially  for  com,  wheat,  soybeans 
and  peanuts.  Shipments  of  U.S.  wheat 
were  up  95  percent  to  $8 1  million,  due 
to  the  absence  of  Canadian  and  Argen¬ 
tine  wheat  in  the  market.  The  U.S.  has 
also  dominated  Venezuela’s  imports 
of  soybean  meal,  with  shipments  of 
$104  million  in  1992.  Venezuela  is  a 
natural  market  for  U.S.  grain  and  soy¬ 
beans  since  it  is  located  only  six  days 
by  sea  from  U.S.  Gulf  ports. 

Venezuela’s  purchases  of  bulk  com¬ 
modities  expanded  dramatically  be¬ 
cause  consumers’  aggregate  demand 
for  meat  grew  in  line  with  its  eco¬ 
nomic  growth.  To  meet  this  demand, 
Venezuela  expanded  its  livestock  and 
poultry  production,  which  increased 


feed  requirements,  i.e.  com  and  soy¬ 
bean  meal. 

Venezuela  has  limited  ability  to  crush 
soybeans,  so  it  imports  more  than  90 
percent  of  its  consumption  require¬ 
ments  from  the  U.S.  In  fact,  Vene¬ 
zuela  re-exports  a  portion  of  its  do¬ 
mestically  produced  soybean  meal  to 
Columbia,  which  further  stimulates 
U.S.  exports  of  oilseeds  and  soybean 
meal  to  Venezuela. 

U.S.  Government  programs  have  had  a 
significant  impact  on  bulk  and  inter¬ 
mediate  commodity  sales  to  Vene¬ 
zuela.  For  example,  in  1992,  approxi¬ 
mately  $42  million  of  a  total  of  $81 
million  in  wheat  shipments  were  sold 
under  GSM  credit  guarantee  programs. 
GSM  credits  also  helped  move  $24 
million  dollars  worth  of  soybean  meal, 
or  25  percent  of  total  sales.  U.S.  co- 
operators’  efforts  to  support  their  mar¬ 
ket  in  Venezuela  by  supplying  techni¬ 
cal  assistance  to  producers  and  feed 
mills  are  also  a  factor  in  the  recent 
strong  performance  of  U.S.  exports. 

Consumer-Ready  Foods  Rise 

U.S.  sales  of  consumer-ready,  high- 
value  foods  surpassed  $72  million  in 
1992,  up  from  $56  million  in  1991 
and  just  $9  million  as  recently  as 
1989.  The  largest  component  of  U.S. 
consumer-ready  exports  was  fresh 
fruit,  sales  of  which  reached  $18  mil¬ 
lion.  Other  important  items  included 
processed  fruits  and  vegetables  ($8.9 
million),  snack  foods  ($6.2  million), 
eggs  and  products  ($5.9  million)  and 
tree  nuts  ($5.7  million).  Snack  foods 
and  tree  nuts  climbed  to  their  highest 
export  levels  ever. 

For  the  first  four  months  of  1993,  the 
pace  of  U.S.  consumer  food  sales  ex¬ 
panded  by  64  percent  compared  with 
levels  a  year  earlier.  The  largest  gains 
were  in  fresh  and  frozen  red  meats, 
poultry  meat  and  dairy  products. 

Competition  in  Grocery  Items 

U.S.  consumer-ready  foods  face  com¬ 
petition  from  both  Venezuelan  produc¬ 
ers  for  similar  or  like  products,  and 
third-country  competition  from  Euro¬ 
pean  and  South  American  firms.  The 
U.S.’  biggest  threat  comes  from  the 
EC- 12;  it  supplied  more  than  40  per¬ 
cent  of  Venezuela’s  import  needs  in 
1990;  New  Zealand  supplied  more 


Bulk  Commodities  Spur  Rebound  in  Exports  to  Venezuela 
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Venezuela 


The  Political  and  Economic  Outlook 

Despite  the  enviable  record  of  more  than  10  percent  economic  growth  in  1991 
and  7  percent  in  1992,  the  political  and  economic  outlook  for  1993  appears 
less  positive.  President  Perez  was  suspended  from  his  duties  in  May,  1993, 
and  interim  President  Velasquez  faces  a  more  stagnant  economy  this  year,  with 
significant  public  dissatisfaction  towards  the  pace  of  reforms.  However,  Presi¬ 
dential  elections  scheduled  for  December  offer  a  chance  for  building  consen¬ 
sus.  Moderate  growth  is  expected  to  resume  next  year. 

Venezuela’s  trade  record  has  generally  been  positive.  Venezuela  is  attempting 
to  integrate  itself  more  closely  into  regional  trade  groupings.  Its  tariff  schedule 
was  revised  recently  with  stepped-up  reductions  in  top  import  duty  levels.  Yet 
quantitative  restrictions  remain  for  feed  grains,  soybeans,  soymeaJ  and  poultry 
and  pork  products.  In  April  1991,  Venezuela  signed  a  framework  agreement 
with  the  U.S.  in  the  context  of  the  Enterprise  for  the  Americas  Initiative. 


than  21  percent;  tend  the  U.S.  ranked 
third  with  almost  18  percent.  Al¬ 
though  nearby  Chile  is  a  major  fresh 
fruit  exporter,  the  U.S.  doesn’t  com¬ 
pete  directly  with  Chile  in  the  Vene¬ 
zuelan  market  because  of  reverse  mar¬ 
keting  seasons. 

Although  Venezuela’s  food  processing 
industry  is  undergoing  development,  it 
has  achieved  notable  strengths.  For 
example,  Venezuela  has  a  snack  food 
industry  milking  both  salted  and  sweet 
snacks  that  compete  with  U.S.  prod¬ 
ucts.  One  fairly  large  meat  processor 
and  smaller  companies  produce  hams 
and  cold  cuts  that  may  be  seen  by 
consumers  as  substitutes  for  U.S.  proc¬ 
essed  meats.  In  addition,  processed 
fruits  and  vegetables  and  salad  dress¬ 
ings  appear  on  shelves  with  load 
names  and  as  locally-made  U.S. 
brands  such  its  Heinz,  French,  and 
Kraft. 

U.S.  companies  are  encouraged  to  ex¬ 
plore  growing  export  opportunities  in 
the  frozen  vegetable  market.  In  1990, 
only  canned  vegetables  were  on  the 
market,  but  today  Venezuela  is  wit¬ 
nessing  fast  development  of  its  frozen 
foods  industry,  including  vegetables. 
This  is  occurring  at  the  expense  of  the 
earners.  However,  as  of  1992,  there 
was  only  one  domestic  frozen  vegeta¬ 
ble  processor.  Frozen  foods  are  not 
yet  extensive  because  consumer  de¬ 
mand  is  restricted  to  the  higher  in¬ 
come  market.  However,  demand  is 
expected  to  broaden  as  middle  class 
income  rises  with  the  economy. 


Promotional  Opportunities 

Although  average  per  capita  income  is 
$2,500,  this  figure  masks  the  greater 
promise  that  the  country  holds  for 
U.S.  market  promotion.  Roughly  80 
percent  of  Venezuelans  live  in  cities. 
Caracas,  Maracaibo  and  Valencia  each 
have  over  one  million  inhabitants. 
The  Central  Statistics  Office  estimates 
4.6  million  people  earn  between 
$10,000  and  $29,000  annually.  Mar¬ 
ket  research  revealed  that  74  percent 
of  purchased  consumer  goods  in  this 
income  group  was  food.  Of  this  74 
percent,  67  percent  was  processed  and 
33  percent  fresh.  Consequently,  U.S. 
firms  are  advised  to  target  this  seg¬ 
ment  of  the  market. 

Convenience  foods  are  becoming 
more  common  in  supermarkets  and 
specialty  stores  as  more  women  enter 
Venezuela’s  work  force.  However,  re¬ 
frigerator  size  in  the  typical  Venezue¬ 
lan  apartment  is  not  large,  and  this  re¬ 
stricts  the  quantity  and  variety  of  fro¬ 
zen  food  items  offered.  Currently, 
frozen  vegetables,  potatoes  and 
chicken  primarily  fill  store  freezers. 

Distribution  System 

Supermarkets,  of  which  there  are 
about  212,  compose  the  main  part  of 
the  food  retail  sector.  There  are  large 
supermarket  chains  that  import  di¬ 
rectly,  although  most  ready-to-eat 
foods  are  imported  by  brokers  or 
wholesalers.  Supermarket  chains  ac¬ 
count  for  about  23  percent  of  retail 
food  sales,  and  independent  supermar¬ 
kets  about  59  percent.  Most  U.S. 


fresh  fruit  enters  the  country  through 
wholesalers. 

Distribution  also  occurs  through  regu¬ 
lar  market  channels  to  grocery  stores, 
mini-markets  and  specialty  food 
stores.  An  important  outlet  for  refrig¬ 
erated  poultry  products  is  the  local 
bakeries,  which  have  practically 
turned  into  small  or  medium-sized 
grocery  stores.  One  large  South 
American  food  company  recently  de¬ 
veloped  its  own  distribution  channels 
for  home  delivery  sales,  mainly  be¬ 
cause  of  the  poor  functioning  of  cold 
facilities  at  supermarkets. 

With  tourism  up,  analysts  expect  an 
increased  role  for  the  hotel,  restaurant 
and  institutional  (HRI)  trade  in  food 
imports.  In  fact,  most  of  the  meat 
goes  to  the  HRI  trade.  This  trade  is 
heavily  concentrated  in  Caracas  and  in 
tourist  areas  such  as  Margarita  Island, 
Puerto  La  Cruz  and  Porlamar. 

In  summary,  Venezuela  has  been  rid¬ 
ing  a  wave  of  economic  prosperity  and 
has  recently  liberalized  trade.  As  a  re¬ 
sult,  U.S.  agribusiness  has  escalated 
sales  in  this  growing  market.  Vene¬ 
zuela  is  now  the  largest  destination  for 
U.S.  agricultural  exports  in  South 
America.  Assuming  continuing  eco¬ 
nomic  growth,  albeit  at  a  more  moder¬ 
ate  pace,  and  an  absence  of  retrench¬ 
ment  of  market  liberalization  meas¬ 
ures,  the  future  looks  bright  for  further 
inroads  of  both  U.S.  bulk  commodities 
and  higher-  value  consumer  foods. 


Recent  Development  ...  hi  July,  the 
Venezuelan  health  authorities  without 
prior  notice  stopped  issuing  sanitary 
and  phytosanitary  permits  for  a  wide 
range  of  animal  and  plant  products. 
The  GOV’ s  Agriculture  Minister  or¬ 
dered  the  moratorium  as  a  means  of 
restricting  imports,  pending  investi¬ 
gation  of  allegations  of  under-invoic¬ 
ing  and  other  actions  to  circumvent 
Venezuela' s  import  tariffs.  The  U.S. 
Agricultural  Counselor  expects  this 
development  to  be  temporary  and 
normal  trade  to  resume  upon  lifting 
of  the  prohibition. 


For  more  information,  contact 
Diane  Dolinslcy  at  (202)  720-6821 
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Product  Spotlight:  Soft  Drinks 


World  beverage  consumers  are  quenching  thirsts  with  growing 
amounts  of  U.S.  drinks.  In  1992,  U.S.  soft  drink  exports  reached 
record  levels  for  the  fifth  straight  year.  With  rapid  growth  in  world 
soft  drink  consumption  expected  to  continue,  record  exports  from 
the  U.S.  are  forecast  through  the  1 990s. 


After  several  years  of  sluggish  sales 
in  the  domestic  market,  the  U.S. 
beverage  industry  is  increasingly  look¬ 
ing  overseas  and  across  the  border  for 
growth.  Fueled  by  a  growing  demand 
for  variety  in  foreign  beverage  mar¬ 
kets,  U.S.  soft  drink  exports  reached  a 
record  $188  million  in  1992,  more 
than  doubling  sales  since  1988.  While 
most  soft  drink  sales  globally  involve 
products  that  are  manufactured  and 
consumed  in  the  same  country,  U.S. 
shippers  are  succeeding  in  the  growing 
trade  of  finished  soft  drinks.  Sales  are 
up  across  a  broad  range  of  products, 
including  national  brands,  "new  age" 
beverages,  and  private  labels  which  in¬ 
clude  new  branded  products  designed 
for  a  particular  export  market.  With 
the  focus  on  foreign  sales  expected  to 
grow,  U.S.  soft  drink  exports  should 
continue  rising,  with  foreign  shipments 
expected  to  reach  $300  million  by  the 
late  1990s. 

Benefiting  from  long  experience  in 
satisfying  consumer  tastes  economi¬ 
cally  in  the  domestic  market,  the  U.S. 
soft  drink  industry  is  finding  it  can 
compete  in  the  booming  $1.5  billion 
world  export  market.  The  U.S.  sur¬ 


passed  Japan  in  the  late  1980s  as  the 
world’s  second  largest  soft  drink  ex¬ 
porter,  and  currently  accounts  for  13 
percent  of  total  trade,  up  from  5  per¬ 
cent  in  1985.  The  top  supplier  is  the 
European  Community,  accounting  for 
one-fourth  of  total  sales,  down  from 
almost  one-third  in  1986.  EC  sales 
have  been  buoyed  recently  by  rising 
demand  from  emerging  markets  in 
Eastern  Europe  and  the  former  Soviet 
Union,  which  purchased  $70  million  in 
EC  soft  drinks  last  year  (up  from  $5 
million  in  1989). 

Sales  to  Mexico  Soar 

The  top  U.S.  soft  drink  export  market- 
-and  the  fastest  growing-is  Mexico, 
with  a  record  $46  million  in  sales  last 
year,  more  than  doubling  sales  the 
year  before.  U.S.  exporters  are  dis¬ 
covering  U.S.  drinks  have  a  perceived 
quality  advantage  among  many  Mexi¬ 
can  consumers,  and  are  ringing  up 
rapid  sales  gains  despite  being  priced 
up  to  twice  as  much  as  competing 
drinks  manufactured  in  Mexico.  An 
expanding  Mexican  middle  class  that 
now  exceeds  20  million  consumers  is 
helping  fuel  the  demand,  with  rising 


Note:  For  the  purposes  of  this 
analysis,  soft  drink  data  include 
both  carbonated  and  non-carbon- 
ated  flavored  water. 


purchases  of  a  variety  of  beverages  in¬ 
cluding  national  brands  such  as  Coca- 
Cola  and  brands  created  specifically 
for  the  Mexican  market.  New  prod¬ 
ucts  with  good  growth  potential  in¬ 
clude  chocolate  drinks;  sales  this  year 
are  expected  to  exceed  $10  million,  up 
fourfold  from  1992. 

U.S.  cola  shippers  are  taking  advan¬ 
tage  of  Mexico’s  high  per  capita  cola 
consumption  which  is  second  only  to 
the  U.S  at  66  liters.  One  firm  is  suc¬ 
cessfully  marketing  a  cola  called  Lar¬ 
iat,  which  features  graphics  and  pack¬ 
aging  designed  to  appeal  to  the  Mexi¬ 
can  consumer.  Sales  of  Lariat  are  up 
threefold  from  1992  and  are  projected 
to  exceed  3  million  cases  next  year. 
The  shipper  reports  a  growing  interest 
in  canned  beverages,  and  with  limited 
canning  facilities  in  Mexico,  Mexican 
retailers  are  increasingly  relying  on 
U.S.  products  to  fill  this  demand. 

While  colas  are  the  most  popular  soft 
drink  in  Mexico,  the  demand  for  new 
drinks  is  soaring.  The  demand  for 
Yoo-Hoo,  just  introduced  this  year,  is 
being  fueled  by  a  range  of  market¬ 
building  activities,  such  as  in-store 
sampling.  The  firm  is  positioning  its 


U.S.  Soft  Drink  Exports  Expected  to  Top  $200  Million  in  1993 
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U.S.  is  Second  Largest  Exporter  in  World  Soft  Drink  Market  With  13-Percent  Share 
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main  brand  as  a  high-quality,  nutri¬ 
tious  drink,  with  promotions  empha¬ 
sizing  it  is  99%  fat-free  and  contains 
vitamins.  Sales  of  drinks  marketed  as 
healthful  benefit  from  a  growing 
awareness  in  Mexico  of  how  diet  af¬ 
fects  health,  particularly  among  the 
rising  number  of  consumers  who  can 
regularly  afford  supermarket  foods. 
Further  boosting  its  health  image, 
Yoo-Hoo  is  planning  a  number  of  su¬ 
permarket  display  activities  involving 
Mexican  sports  personalities.  To  di¬ 
versify  its  sales  base  in  Mexico,  Yoo- 
Hoo  recently  signed  an  agreement 
with  a  major  candy  distributor  to  ship 
Yoo-Hoo  to  the  thousands  of  bodegas 
throughout  the  country.  In  addition, 
the  firm  will  soon  introduce  its  Choco¬ 
late  Soldier  line,  for  distribution  out¬ 
side  the  major  chains. 

Japan  Sales  on  the  Rebound 

After  three  straight  years  of  flat  sales 
at  roughly  $40  million  annually,  U.S. 
soft  drink  shipments  to  Japan  are  up 
10  percent  during  the  first  five  months 
of  1993  and  continued  growth  is  ex¬ 
pected.  Sales  of  carbonated  soft 
drinks,  which  account  for  more  than 
half  the  total,  are  particularly  strong, 
rising  almost  double  from  the  same 
period  last  year.  The  U.S.  is  the  larg¬ 
est  supplier  of  imported  soft  drinks  in 
Japan  accounting  for  53  percent  of  the 


total  last  year,  outpacing  the  EC  which 
claimed  a  24-percent  import  share. 

In  1993,  recession-induced  demand  for 
lower  priced  products  at  retail  is 
boosting  sales  of  new  U.S.  soft  drink 
brands  that  cost  up  to  30  percent  less 
than  national  brands.  In  response  to 
the  demand  for  lower  retail  prices, 
U.S.  shippers  are  finding  a  growing 
number  of  end  distributors  in  Japan 
that  are  willing  to  sell  directly  to  su¬ 
permarket  chains  and  avoid  the  added 
costs  incurred  from  shipping  through 
the  traditional  multi-layered  distribu¬ 
tion  system.  The  delivered  prices  of 
U.S.  beverages  are  uniformly  lower 
this  year  due  to  the  lower  dollar, 
which  dropped  13  percent  against  the 
yen  during  the  past  six  months. 

One  shipper  from  Washington  is  en¬ 
joying  robust  sales  gains  to  Japan 
from  a  new  brand  that  emphasizes  a 
fun  U.S.  lifestyle.  The  brand,  Malibu 
Sports  Club,  was  developed  specifi¬ 
cally  for  Japan  and  offers  both  cola 
and  lemon-lime  flavors.  The  firm  is 
building  demand  with  point-of-sale 
promotions,  including  a  contest  that 
offers  a  free  trip  to  Malibu  for  the 
winner. 

"New  Age"  Products  Getting 
Noticed 

Following  soft  drink  consumption 
trends  domestically,  U.S.  soft  drink 


exports  marketed  as  all-natural  are  ex¬ 
periencing  rising  sales,  particularly  in 
markets  where  aging  populations  are 
becoming  more  diet-conscious.  New 
Mexico’s  Blue  Sky  Natural  Beverage 
Company  reports  growing  export  sales 
of  its  all-natural  drinks,  particularly  to 
the  United  Kingdom  and  Japan.  Blue 
Sky  offers  a  creative  product  line, 
with  innovative  flavors  such  as  vanilla 
cream,  which  contain  neither  addi¬ 
tives,  artificial  color  nor  caffeine.  To 
further  boost  its  healthful  image  and 
better  target  diet-conscious  consumers. 
Blue  Sky  works  with  alternative  all¬ 
natural  retail  food  outlets.  The  firm 
reports  participation  in  FAS  trade 
shows  has  been  helpful  in  sparking  in¬ 
terest  among  buyers  overseas. 

With  Coca-Cola  and  Pepsi-Co.,  among 
other  major  bottlers,  continuing  to  pur¬ 
sue  sales  opportunities  overseas 
through  foreign  manufacturing,  the 
share  of  world  soft  drink  consumption 
accounted  for  by  imported  finished 
products  is  expected  to  remain  small. 
However,  with  steady  growth  in  world 
consumption  expected  to  continue, 
U.S.  soft  drink  exporters  willing  to 
produce  and  package  beverages  that 
appeal  to  a  specific  market  will  con¬ 
tinue  to  experience  strong  sales  gains. 

For  more  information,  contact 
Mike  Woolsey  at  (202)  690-0553. 
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Trade  Policy  Updates 


EC  Extends  Corn 

Gluten  Feed 
"Cease  Fire" 

On  July  19,  the  General  Affairs  Council  adopted  the  extension  of  the  ceasefire  until  Sep¬ 
tember  30.  Reportedly,  the  EC  Commission  now  believes  that  it  has  the  support  of  high 
level  French  officials  and  is  optimistic  that  the  Blair  House  agreement  will  be  finally  im¬ 
plemented  in  September.  However,  France,  Italy  and  Belgium  continue  to  complain  about 
certain  aspects  of  the  agreement,  namely,  the  level  of  USDA  involvement  in  monitoring 
exports  and  the  slow  progress  on  the  study  of  microscopic  analysis. 

EC  May  Replace 
Moratorium  On 

BST  With  Ban 

The  EC  Commission  is  required  to  present  to  the  Council  this  month  its  report  on  bovine 
somatotropin  (BST),  which  is  currently  under  a  moratorium  until  the  end  of  1993.  A  com¬ 
promise  is  reportedly  being  worked  out  among  the  Commissioners  which  would  recognize 
that  BST  meets  the  three  traditional  scientific  criteria  (safety,  quality  and  efficiency)  but 
would  ban  BST  on  socioeconomic/fourth  criterion  grounds.  As  part  of  the  compromise,  the 
Commission  will  reportedly  propose  a  ban  on  marketing,  but  not  on  manufacturing  BST  in 
the  EC. 

Agrarian  Union 
Congress 

Criticizes  Russian 
Government  Policies 

At  the  second  congress  of  Russia’s  Agrarian  Union,  recently  held  in  Moscow,  Union  lead¬ 
ers  roundly  criticized  the  Russian  Federation  government.  A  consensus  emerged  that  Yelt¬ 
sin  and  his  government  are  taking  a  gamble  on  private  farmers  being  able  to  feed  Russia, 
and  that  it  is  failing.  The  present  Yeltsin  government  was  accused  of  adopting  a  policy  of 
"achieving  universal  private  farming...,  leading  the  country  to  poverty  and  furthering  the 
dependence  on  outside  food  supplies".  The  GOR  was  also  accused  of  giving  priority  to 
commercial  interests,  while  the  peasant  firmer  is  "being  driven  into  a  comer  by  prices, 
taxes,  and  credits".  The  Agrarian  Union  seeks  to  achieve  unity  and  cohesion  between  the 
various  remaining  factions  in  agriculture,  and  stated  that  it  hoped  this  congress  would  be  a 
turning  point  in  Russian  farmers’  future. 

Nigeria  Reconsiders 
Ban,  Issues  Import 
Licenses  for  Rice 

Nigeria  recently  issued  import  licenses  for  rice  totaling  nearly  300,000  tons.  According  to 
Post,  these  licenses  are  exclusively  for  Thai,  Vietnamese,  and  American  rice.  This  repre¬ 
sents  a  dramatic  change  in  Nigeria’s  trade  policy,  because  rice  imports  have  been  banned 
for  nearly  10  years.  It  is  estimated  Nigeria’s  previously  illegal  imports  amounted  to 
400,000  metric  tons  annually,  mainly  smuggled  rice  from  neighboring  Benin  and 
Cameroon.  The  illegal  importation  of  rice  from  neighboring  countries  restricted  supplies, 
and  prices  for  this  rice  were  a  lot  higher  than  for  the  rice  imported  via  legal  channels.  It  is 
expected  that  the  U.S.  will  face  tremendous  challenge  from  Thailand  and  other  rice  com¬ 
peting  countries  in  the  Nigerian  market.  Availability  of  credits  will  be  a  factor  in  determin¬ 
ing  market  share  in  Nigeria,  whose  consumers  have  grown  accustomed  to  lower  quality 
parboiled  rice. 

Poland  Introduces 

New  Import 

Regulations 

On  July  5,  Poland  introduced  new  minimum  tariffs  on  selected  food  imports  and  lower 
rates  on  certain  bulk  commodities  such  as  soybeans  and  hides  and  skins.  The  temporarily 
suspended  tariffs  on  grains  and  major  feed  ingredients  following  the  1992  summer  drought 
were  restored  to  MFN  levels  and  the  export  bans  on  selected  products  were  lifted.  The  6 
percent  revenue  raising  border  tax  was  converted  to  a  6  percent  increase  in  all  tariffs  and  a 
value  added  tax  (amounting  to  0  or  7  percent  for  most  food  products)  replaced  the  turnover 
tax.  Certain  high-value  products  became  subject  to  a  25  percent  excise  tax  and  for  the  first 
time.  Tariffs  include  seasonal  rates  for  fresh  fruits  and  vegetables.  Poland  also  introduced 
new  labeling  requirements  on  packaged  and  canned  foods  and  established  an  import  tax  on 
some  sugar  containing  products. 
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Trade  Policy  Updates 


Israel  Blocks 

Access  To  French 
Fries;  McDonald’s 
Refuses  to  Buy 

Local  Potatoes 

The  Israeli  high  court  gave  the  Government  of  Israel  until  July  15,  1993  to  reconsider  its 
decision  to  ban  potato  imports.  A  representative  of  McDonald’s  indicated  it  will  refuse  to 
buy  Israeli  potatoes  from  the  state  monopoly,  TAPUD,  because  of  quality,  quantity  and 
price  concerns.  Israeli  frozen  french  fries  are  more  expensive  than  transported  U.S.  french 
fries.  The  Israeli  farmers  association  continues  to  lobby  all  top  agricultural  and  trade  offi¬ 
cials,  alleging  that  lifting  the  potato  ban  would  open  the  flood  gates  to  ruinous  competition 
from  the  United  States  and  elsewhere. 

Slovakia  Blocks 

Import  Surcharge 

The  government  of  Slovakia  has  proposed  a  20%  import  surcharge,  which  has  been  vigor¬ 
ously  opposed  by  both  U.S.  exporters  and  advisers  to  the  Slovak  Minister  of  Finance.  The 
Minister  previously  had  supported  the  surcharge,  but  now,  privately,  appears  to  oppose  it. 
On  record  in  favor  of  the  import  surcharge  is  the  Office  of  Slovak  President  Kovac;  oppo¬ 
nents  advocate  instead  a  10  percent  devaluation  of  the  Slovak  crown.  Foreign  businesses 
looking  to  invest  stand  to  be  most  hurt  by  such  a  surcharge,  as  will  imports  from  the  Czech 
Republic.  It  appears  that  the  import  surcharge,  if  applied  across  the  board  and  to  imports 
from  all  sources,  could  be  justified  under  the  balance  of  payments  safeguard  provisions  of 
GATT  Article  XII. 

U.S  And  Korea 

Reach  Beef 

Agreement 

The  beef  agreement  reached  recently  in  Seoul  followed  five  rounds  of  negotiations  over  the 
past  year.  The  agreement  provides  for  greater  market  access  for  U.S.  beef  through  in¬ 
creased  minimum  annual  import  quotas  as  well  as  an  increased  proportion  of  imports 
through  the  simultaneous  buy/sell  (SBS)  system.  The  agreement  guarantees  improved  di¬ 
rect  commercial  relations  between  foreign  beef  suppliers  and  Korean  retailers  and  distribu¬ 
tors  importing  under  the  SBS  system.  New  retailers  and  distributors  will  be  added  to  the 
SBS  system  over  the  term  of  the  1993-1995  agreement.  U.S.  beef  exports  to  Korea  totaled 
$220  million  in  1992,  making  Korea  the  third  largest  U.S.  beef  market. 
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Market  Updates 


Kazakhstan  Bans 

Grain  Exports 

Kazakhstan’s  Government  banned  all  grain  exports  until  November  1,  3  months  after  new 
1993/94  crop  harvesting  begins.  The  ban  avoids  having  domestic  supplies  for  milling 
depleted  too  quickly.  Kazakh  producers  and  traders  can  receive  hard  currency  for  exports 
but  must  settle  for  rubles  if  they  sell  grain  to  the  State.  Kazakhstan  exported  over  6 
million  tons  of  wheat,  and  1  million  tons  of  coarse  grains  to  the  former  Soviet  Union 
during  1992/93,  and  currently  is  forecast  to  repeat,  or  exceed,  that  level  in  1993/94.  Rus¬ 
sia  bought  the  largest  share  of  1992/93  grain,  about  3.5  million  tons.  Kazakhstan  is  ex¬ 
pected  to  produce  a  near-record  1993/94  crop. 

Japan  Economic 
Recession  Affecting 
Cotton  Imports 

Japan’s  economic  recession,  now  in  its  third  year,  is  adversely  affecting  the  country’s 
textile  sector  and  import  demand  for  raw  cotton.  Japan’s  imports  in  marketing  year  92/93 
are  expected  to  total  only  2.1  million  bales  of  which  only  about  1  million  will  be  from  the 
U.S.  Japan’s  imports  of  lower  cost  cotton  yam,  fabrics  and  apparel  have  grown  and  re¬ 
sulted  in  a  build  up  of  inventories.  The  forecast  of  raw  cotton  imports  for  MY  93/94  looks 
worse:  total  imports  are  expected  to  be  only  2  million  bales. 

Taiwan  Team  Visits 

U.S.  Stone  Fruit/Pear 
Areas  Prior  To  New 
Phyto  Import  Regs 

A  two-member  delegation  of  plant  health  officials  from  Taiwan’s  Bureau  of  Commodity 
Inspection  and  Quarantine  (BCIQ)  is  visiting  California  and  Washington  State  this  month, 
as  part  of  Taiwan’s  review  process  to  establish  guidelines  for  importing  fresh  stone  fruit 
and  pears  from  countries  with  codling  moth.  The  industry-sponsored  tour,  which  includes 
APHIS  and  FAS  representatives,  involves  orchards,  packing  houses,  and  research  facili¬ 
ties.  The  objective  is  to  demonstrate  the  United  States  can  effectively  address  Taiwan’s 
codling  moth  concerns  through  existing  pest  control  and  eradication  programs.  U.S.  stone 
fruit  and  pear  exports  to  Taiwan  in  1992  reached  $31.4  million. 

The  visit  initiates  the  second  stage  of  Taiwan’s  efforts  to  establish  new  codling  moth 
import  guidelines.  In  December  1992,  the  same  Taiwan  inspectors  toured  the  United 
States  to  gather  information  and  data  on  apples.  Discussions  between  APHIS/FAS  and 
Taiwan’s  BCIQ  on  the  apple  guidelines  are  now  reaching  their  final  stage.  Further  ex¬ 
changes  on  these  guidelines,  which  would  impose  more  stringent  requirements  than  those 
currently  in  place,  are  expected  in  the  coming  weeks.  U.S.  shipments  of  apples  to  Taiwan 
were  over  $81  million  in  1992. 

Poland  Renews 
Discriminatory 

Grain  Tariffs 

On  July  5,  the  Polish  Government  restored  its  tariff  schedule  for  agricultural  commodities 
which  discriminates  against  non-EC  durum  wheat.  Poland  suspended  this  tariff  last  Janu¬ 
ary  in  order  to  increase  internal  grain  supplies  during  the  drought- impacted  1992/93  mar¬ 
keting  year.  The  tariff  for  the  EC  is  ten  percent  lower  than  for  non-EC  countries.  The 
United  States  has  exported  durum  wheat  to  Poland  in  previous  years,  and  was  able  to  sell 
about  18,000  tons  of  durum  to  Poland  during  the  tariff  suspension  period.  By  restoring 
the  tariff,  however,  Poland  will  make  U.S.  durum  (which  already  suffers  a  freight-cost 
disadvantage)  more  expensive,  thus  restricting  U.S.  export  potential. 

India  May  Export 

Durum  Wheat 

The  Government  of  India  (GOI)  announced  that  it  may  export  high-quality  durum  wheat 
this  year.  It  would  use  the  wheat  export  revenues  to  import  lower-quality  wheat.  In 
recent  years,  India  has  been  an  infrequent  exporter,  averaging  about  200,000  tons  annu¬ 
ally.  Recent  record  wheat  procurement  pushed  government  stocks  to  nearly  20  million 
tons,  providing  further  incentive  to  export.  Likely  destinations  for  India’s  wheat  include 
Jordan,  Iran,  and  North  Korea. 
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U.S.-EC  Canned  Fruit 
Agreement  Renewed 

For  1993/94 

As  part  of  the  U.S.-EC  Canned  Fruit  Agreement,  the  EC  accepted  on  June  28  a  Commis¬ 
sion  proposal  to  reduce  minimum  grower  prices  and  canned  fruit  processing  aids  for 
peaches  and  pears  for  the  1993/94  marketing  year.  Processing  subsidies  for  peach  canners 
were  cut  to  $6.00/100  kg.  from  $7.27/100  kg.  last  year  and  minimum  grower  prices  were 
lowered  to  $19.79/100  kg.  from  $23.05/100  kg.  in  MY  1992/93.  The  processing  subsidy 
for  pear  processors  were  reduced  11.4  percent  to  $14.23/100  kg.,  while  the  minimum 
grower  price  for  pears  declined  1.3  percent  to  $28.03/100  kg.  The  United  States  agreed 
with  the  proposed  minimum  grower  prices  and  processing  subsidies  as  presented  at  a  June 
15  consultation  with  the  EC  Commission.  In  line  with  the  Agreement,  the  net  cost  to  EC 
processors  of  peaches  and  pears  in  1993/94  at  least  equals  the  average  of  grower  prices 
paid  in  other  major  producing  countries. 

China--The  Largest 

Cash  Customer 

For  U.S.  Wheat 
Considering 

Credit  Options 

Fundamental  changes  in  the  grain  importing  system  in  China  have,  for  the  first  time, 
made  the  use  of  credit  a  possible  option  for  the  importation  of  wheat.  The  largest  cash 
paying  customer  of  U.S.  wheat  has  indicated  that  internal  discussions  are  now  going  on 
about  the  possibility  of  using  credits  for  wheat  imports.  Just  months  ago,  CEROILS 
would  have  been  directed  by  the  State  Planning  Agency  to  purchase  a  set  amount  of  grain 
and  would  have  received  the  necessary  foreign  exchange  to  do  this.  Now  China’s  demand 
for  wheat  is  to  be  consumer-driven.  Consumer  ration  coupons  for  heavily  subsidized 
wheat  flour  have  been  phased  out  and  consumers  in  the  cities  now  face  market  prices. 
The  Grain  Bureaus,  which  had  been  subsidized  by  the  government  to  mill  and  sell  flour 
from  imported  wheat  received  through  CEROILS,  must  now  come  up  with  the  required 
foreign  exchange  themselves  to  pay  CEROILS.  CEROILS,  the  sole  grain  importing 
agency  in  China  reports  that  they  have  not  been  in  the  market  for  wheat  recently  because 
they  are  not  receiving  import  requests  from  the  grain  millers,  the  Grain  Bureaus.  The 
1992/93  wheat  import  forecast  for  China  is  7  million  tons,  down  to  less  than  half  the 
previous  year,  due  in  large  part  to  a  record  harvest. 

Russian  Livestock 
Sector  Continues 

To  Contract 

Quarterly  figures  recently  published  by  the  Russian  State  Statistics  Committee  indicate 
that  Russia’s  livestock  sector  continued  to  decline  in  the  first  quarter  of  1993.  Total  meat 
production  fell  to  1.6  million  tons  (live  weight)  in  the  first  quarter  of  1993,  13  percent 
lower  than  in  the  first  quarter  of  1992.  This  was  mirrored  by  drops  in  livestock  invento¬ 
ries.  At  the  end  of  the  first  quarter  of  1993,  cattle  numbers  were  down  9  percent,  pigs 
were  down  15  percent,  sheep  and  goats  were  down  16  percent,  and  poultry  numbers  were 
down  8  percent  as  compared  to  the  same  time  in  1992.  Livestock  and  meat  production 
have  been  hit  hard  by  Russia’s  restructuring  to  a  market  economy.  Although  Russian 
livestock  production  has  long  suffered  from  shortages  of  protein  and  micronutrients  for 
their  feed,  the  gradual  introduction  of  free  prices  and  reduction  of  production  subsidies  has 
made  feed  concentrate  even  more  inaccessible  to  producers.  At  the  same  time,  drops  in 
personal  income  and  the  introduction  of  higher  meat  prices  through  market  reforms  have 
sharply  reduced  what  were  relatively  high  levels  of  Russian  meat  consumption.  The  con¬ 
traction  in  livestock  numbers  is  expected  to  continue  throughout  the  year  due  to  sharp 
declines  recorded  in  breeding  stock.  This  means  that  meat  production  will  likely  drop 
further  in  the  short  run,  with  little,  if  any,  likelihood  of  an  upturn  in  the  foreseeable  future. 
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EC  Imposes 
Countervailing  Duty 

On  U.S.  Apples 

On  June  19,  a  countervailing  duty  of  3.96  ECUs  per  100  kilograms  (approximately  89  U.S. 
cents  per  42  pound  carton)  was  imposed  on  U.S.  apples  entering  the  European  Community 
(EC).  The  duty  was  invoked  due  to  the  sale  of  30  tons  of  U.S.  apples  below  the  current 
reference  price  of  57.08  ECU/100  kilograms  (approximately  $15  per  carton)  on  June  15 
and  16,  and  remained  in  effect  through  June  29.  Prior  to  that  date,  U.S.  apples  entering 
the  Community  were  not  subject  to  the  levy  because  their  price  exceeded  the  reference 
level.  On  April  7,  the  EC  introduced  a  countervailing  duty  on  imports  of  apples  from 
Chile,  which  began  at  approximately  2  ECUs  per  100  kilograms  and  rose  to  approximately 
17  ECUs  by  May  6.  At  the  June  16  GATT  Council  meeting,  Chile  protested  that  counter¬ 
vailing  charges  are  discriminatory  and  that  the  system  lacks  transparency.  The  Chileans  are 
supported  by  a  number  of  apple-producing  countries  that  would  like  to  see  the  EC  refer¬ 
ence  price  system  reformed. 

New  U.S.-India 

Almond  Accord 

Spurs  Export  Growth 

U.S.  almond  exports  to  India  through  the  first  9  months  of  the  current  marketing  year 
(July-June)  totaled  $16  million,  almost  triple  the  previous  year’s  level,  making  that  country 
the  seventh  largest  foreign  market  for  U.S.  almonds.  In  May  1992,  the  United  States  and 
India  agreed  to  modifications  to  a  1988  bilateral  Memorandum  of  Understanding  which  had 
capped  India’s  global  almond  imports  via  restricted  licensing  to  a  maximum  of  $20  million 
annually.  Under  the  modified  agreement,  India  eliminated  the  import  licensing  restriction 
and  revised  applicable  tariffs  upward  by  a  mutually  agreed  amount. 

South  African  Maize 
Board  Seek  Import 
Tariffs  On  Corn 

The  South  African  Maize  Board  requested  the  Government  of  South  Africa  to  institute  an 
import  tariff  for  com,  as  a  result  of  a  recent  judicial  ruling  allowing  private  importers  to 
bypass  the  Maize  Board  in  importing  com.  End  users  of  com  had  complained  about  the 
the  high  cost  of  internally  transporting  domestically-produced  com  to  Capetown,  and  peti¬ 
tioned  the  courts  to  allow  them  to  bypass  the  Maize  Board  and  import  less  expensive  com 
independently. 

South  Africa  in  recent  years  has  ceased  to  be  a  major  com  exporter,  and  following  drought, 
imported  over  2  million  tons  of  com  in  both  the  1991/92  and  1992/93  (October/September) 
marketing  years.  The  1993/94  com  crop,  however,  has  recovered  sufficiently  from  drought 
conditions  to  possibly  allow  for  exports. 

Venezuela  Bans 

Phyto  Permits  for 

Wide  Range 
of  Products 

Venezuelan  health  authorities  without  prior  notice  recently  stopped  issuing  sanitary  and 
phytosanitary  permits  for  a  wide  range  of  animal  and  plant  products,  including  horticultural 
products.  The  U.S.  Agricultural  Counselor  in  Caracas  reports  that  the  GOV’s  Agriculture 
Minister  ordered  the  moratorium  on  horticultural  product  permits  as  a  means  of  restricting 
imports,  following  allegations  of  under-invoicing  and  other  actions  to  circumvent  Vene¬ 
zuela’s  import  tariffs.  According  to  the  Agricultural  Counselor,  there  are  indications  that 
the  GOV  may  move  to  reverse  this  action  soon. 

Failure  to  resume  issuing  import  permits  shortly  would  be  particularly  disruptive  to  ship¬ 
ments  of  U.S.  tree  fmit  and  table  grapes,  which  are  just  now  coming  into  season.  Vene¬ 
zuela  has  been  a  rapidly  expanding  market  for  U.S.  horticultural  products  in  recent  years, 
with  total  exports  increasing  from  $9.4  million  in  1988  to  nearly  $42  million  in  1992.  U.S. 
exports  of  fresh  fruits  and  vegetables  to  Venezuela  in  1992  were  valued  at  $17  million, 
with  apples,  pears,  and  grapes  accounting  for  51,  16,  and  16  percent  of  the  total,  respec¬ 
tively. 
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Butter  To  Russia 
Exempted  From 

Minimum  Export  Prices 

Effective  June  22,  1993,  through  the  end  of  the  calendar  year,  butter  shipments  to  the 
former  Soviet  Union  (FSU),  normally  subject  to  internationally-agreed  minimum  prices 
under  the  GATT  International  Dairy  Arrangement  (IDA),  can  be  sold  at  prices  below  the 
IDA  minimum.  The  GATT  Committee  of  the  Protocol  Regarding  Milk  Fat  decided  to 
accord  a  general  derogation  from  the  IDA  minimum  export  price  of  US$1350  per  ton  for 
butter  (US$1625  for  butteroil)  shipped  to  the  FSU.  The  decision  is  attributed  to  the  sig¬ 
nificant  price  uncertainty  and  the  availability  of  supplies  of  butter  on  concessional  terms  to 
the  FSU.  IDA-member  countries  may  each  ship  up  to  50,000  tons  of  butter-equivalent  for 
consumption  exclusively  in  the  FSU.  Sales  contracts  are  to  be  unconditionally  concluded 
before  December  31,  1993,  and  deliveries  are  to  be  completed  by  March  31,  1994.  The 
United  States  withdrew  from  the  IDA  in  1985,  in  large  part  due  to  reports  of  persistent 
undercutting  of  announced  minimum  prices  by  other  EDA  member  countries. 

U.S.  Halai  Beef 

To  Malaysia 

Pending  Approval 

The  Malaysian  Ministry  of  Agriculture  is  expected  to  approve  5  U.S.  packing  plants  for 
halai  beef  exports  to  Malaysia  in  the  near  future,  according  to  Malaysian  officials  who 
recently  conducted  a  meat  inspection  tour  of  the  United  States.  In  addition,  two  more  U.S. 
Islamic  centers  that  issue  halai  documentation  are  pending  Malaysia’s  certification.  On  a 
related  issue,  the  Food  Safety  and  Inspection  Service  (FSIS)  and  Malaysian  officials  are 
formulating  a  protocol  that  would  enable  U.S.  bovine  lung  exports  to  Malaysia  for  human 
consumption.  In  1992,  the  United  States  exported  to  Malaysia  $1.9  million  of  beef  and 
$250,000  of  beef  variety  meats. 

Canada  Imposes  Tariff 
Rate  Quota  On 

Boneless  Beef 

On  June  21,  1993,  the  Government  of  Canada  instituted  a  tariff  rate  quota  (TRQ)  on 
boneless  beef  from  countries  other  than  the  United  States.  The  action  follows  a  recent 
report  of  the  Canadian  International  Trade  Tribunal  (CITT)  that  found  boneless  beef  im¬ 
ports  from  non-U. S.  suppliers  threaten  the  Canadian  beef  industry.  A  25-percent  duty  will 
be  imposed  on  boneless  beef  imports  that  exceed  48,014  tons  during  the  period  of  May  1, 
1993,  to  December  31,  1993.  For  imports  that  are  not  in  excess  of  48,014  tons,  the  "most 
favored  nation"  (MFN)  duty  of  4.41  Canadian  cents  per  kilogram  will  apply.  The  CITT 
recommended  the  utilization  of  TRQ’s  during  the  calendar  years  of  1994  and  1995,  allow¬ 
ing  for  72,021  tons  at  the  MFN  rate.  However,  consultations  will  be  held  on  the  1994  and 
1995  regimes  with  an  additional  announcement  expected  in  October.  The  measure  targets 
boneless  beef  imports  from  Australia  and  New  Zealand.  In  1992,  Canada  imported  nearly 
130,000  tons  of  boneless  beef,  approximately  55  percent  (70,000  tons)  from  Australia  and 
New  Zealand,  according  to  Agriculture  Canada. 

Australia  Displacing 
Chinese  Corn 

Exports  To  Malaysia 

In  an  aggressive  effort  to  unload  the  remainder  of  the  weather-damaged  wheat  from  the 
1992  harvest,  Australia  has  reportedly  offered  feed-quality  wheat  to  Malaysia  at  prices  $2 
below  delivered  Chinese  com.  A  likely  destination  for  displaced  Chinese  com  exports 
would  be  South  Korea  and  Japan,  major  markets  for  U.S.  com  exports.  Malaysia  imports 
about  2  million  tons  of  feed  grains  annually,  most  of  which  is  Chinese  com.  Malaysia 
began  substituting  feed-quality  wheat  for  com  in  1990  and  since  then  has,  on  average, 
annually  fed  about  200,000  tons  of  imported  wheat. 
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U.S.  Agricultural  Exports  by  Major  Commodity  Group 


and  Annual  Performance  Indicators 


Export  Values 

May 

1992  1993 

—  $Billion  —  Change 

October— May 

1991/92  1992/93 

—  $Billion—  Change 

Fiscal  Year 

1992  1993(f) 

—  SBillion—  Change 

Grains  and  Feeds  1/ 

1.001 

1.123 

12% 

9.607 

10.227 

6% 

14.095 

14.2 

1% 

Wheat  &  Flour 

0.252 

0.398 

58% 

3.077 

3.532 

15% 

4.482 

4.8 

7% 

Rice 

0.079 

0.062 

-22% 

0.536 

0.519 

—3% 

0.758 

0.7 

-8% 

Feed  Grains  2/ 

0.398 

0.381 

-4% 

3.829 

3.777 

-1% 

5.659 

5.3 

-6% 

Corn 

0.310 

0.324 

4% 

2.967 

3.092 

4% 

4.593 

4.5 

-2% 

Feeds  &  Fodders 

0.179 

0.178 

-1% 

1.400 

1.504 

7% 

2.077 

2.2 

6% 

Oilseeds  and  Products 

0.404 

0.467 

16% 

5.398 

5.752 

7% 

7.338 

7.5 

2% 

Soybeans 

0.176 

0.220 

25% 

3.332 

3.692 

11% 

4.311 

4.5 

4% 

Soybean  Cakes  &  Meals 

0.098 

0.102 

4% 

0.952 

0.914 

-4% 

1.334 

1.2 

-10% 

Soybean  Oil 

0.017 

0.035 

103% 

0.215 

0.242 

13% 

0.356 

0.4 

12% 

Other  Vegetable  Oils 

0.050 

0.041 

-18% 

0.315 

0.344 

9% 

0.491 

NA 

NA 

Livestock  Products 

0.495 

0.508 

2% 

3.951 

3.915 

-1% 

5.973 

6.0 

0% 

Red  Meats 

0.249 

0.278 

12% 

1.891 

1.981 

5% 

2.935 

3.0 

2% 

Hides  &  Skins 

0.109 

0.114 

5% 

0.866 

0.846 

-2% 

1.317 

1.3 

-1% 

Poultry  Products 

0.094 

0.115 

22% 

0.799 

0.854 

7% 

1.195 

1.3 

9% 

Poultry  Meat 

0.070 

0.089 

27% 

0.591 

0.639 

8% 

0.887 

NA 

NA 

Dairy  Products 

0.058 

0.070 

21% 

0.458 

0.595 

30% 

0.733 

0.9 

23% 

Horticultural  Products 

0.613 

0.678 

11% 

4.621 

4.776 

3% 

6.844 

7.0 

2% 

Unmanufactured  Tobacco 

0.150 

0.117 

-22% 

1.145 

1.078 

-6% 

1.568 

1.6 

2% 

Cotton  and  Linters 

0.171 

0.126 

-26% 

1.750 

1.153 

-34% 

2.195 

1.7 

-23% 

Planting  Seeds 

0.027 

0.030 

13% 

0.514 

0.536 

4% 

0.667 

0.7 

5% 

Sugar  &  Tropical  Products 

0.133 

0.120 

-9% 

1.148 

1.228 

7% 

1.706 

1.7 

-0% 

Forest  Products  4/ 

0.571 

0.689 

21% 

4.411 

4.959 

12% 

6.761 

NA 

NA 

Total  Agriculture 

3.145 

3.353 

7% 

29.392 

30.116 

2% 

42.314 

42.5 

0% 

Export  Volumes 

— MMT—  Change 

—  —  MMT——  Change 

-—MMT—-  Change 

Grains  and  Feeds  1/ 

6.619 

8.095 

22% 

69.287 

74.977 

8% 

NA 

NA 

NA 

Wheat 

1.627 

2.845 

75% 

24.476 

25.342 

4% 

34.289 

35.5 

4% 

Wheat  Flour 

0.090 

0.104 

16% 

0.540 

0.802 

48% 

0.808 

1.0 

24% 

Rice 

0.237 

0.236 

-0% 

1.597 

1.726 

8% 

2.281 

2.4 

5% 

Feed  Grains  2/ 

3.410 

3.651 

7% 

33.435 

37.347 

12% 

50.195 

53.3 

6% 

Cbm 

2.659 

3.098 

17% 

25.780 

30.591 

19% 

40.597 

44.5 

10% 

Feeds  &  Fodders 

1.092 

1.061 

-3% 

7.879 

8.203 

4% 

11.711 

12.3 

5% 

Oilseeds  and  Products 

1.499 

1.804 

20% 

21.612 

23.642 

9% 

28.881 

29.8 

3% 

Soybeans 

0.770 

0.945 

23% 

14.917 

16.678 

12% 

19.247 

20.3 

5% 

Soybean  Cakes  &  Meals 

0.468 

0.530 

13% 

4.484 

4.552 

2% 

6.301 

6.0 

-5% 

Soybean  Oil 

0.031 

0.070 

124% 

0.457 

0.485 

6% 

0.747 

0.7 

-6% 

Other  Vegetable  Oils 

0.082 

0.069 

-16% 

0.488 

0.583 

19% 

0.782 

NA 

NA 

Livestock  Products  3/ 

0.244 

0.223 

-8% 

1.813 

1.900 

5% 

2.770 

NA 

NA 

Red  Meats 

0.071 

0.080 

13% 

0.570 

0.588 

3% 

0.870 

0.9 

3% 

Poultry  Products  3/ 

0.064 

0.093 

45% 

0.539 

0.649 

20% 

0.821 

NA 

NA 

Poultry  Meat 

0.061 

0.090 

47% 

0.516 

0.624 

21% 

0.787 

0.9 

14% 

Dairy  Products  3/ 

0.031 

0.036 

18% 

0.257 

0.324 

26% 

0.399 

NA 

NA 

Horticultural  Products  3/ 

0.552 

0.559 

1% 

4.031 

4.036 

0% 

5.951 

6.1 

3% 

Unmanufactured  Tobacco 

0.023 

0.017 

-26% 

0.181 

0.177 

-2% 

0.246 

NA 

NA 

Cotton  &  Linters 

0.128 

0.094 

-26% 

1.192 

0.870 

-27% 

1.527 

1.4 

-8% 

Planting  Seeds 

0.050 

0.073 

46% 

0.538 

0.473 

-12% 

0.705 

NA 

NA 

Sugar  &  Tropical  Products  3/ 

0.076 

0.066 

-14% 

0.735 

0.601 

-18% 

1.102 

NA 

NA 

Total  Agriculture  3/ 

9.29 

11.06 

19% 

100.19 

107.65 

7% 

143.64 

150.0 

4% 

1/ Includes  pulses,  com  gluten  feed,  and  weal. 

2/ Includes  corn,  oats,  barley,  rye,  and  sorghum. 

3/ Includes  only  those  items  measured  in  metric  tons. 

4/  Wood  products  are  not  included  in  agricultural  product  value  totals. 

Note:  FY 1993 forecasts  (I)  are  based  on  USD  A 's  "Outlook  for  Agricultural  Exports,"  published  on  May 27, 1993.. 
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U.S.  Agricultural  Export  Value  by  Region 
Monthly  and  Annual  Performance  Indicators 


May 

1992  1993 

—  SBillion— 

Change 

October— May 
1991/92  1992/93 
—  $Billion— 

Change 

Fiscal  Year 
1992  1993(f) 

—  SBillion- 

Change 

Western  Europe 

0.485 

0.455 

-6% 

5.896 

5.895 

-0% 

7.726 

8.1 

5% 

European  Community 

0.446 

0.408 

-8% 

5.513 

5.566 

1% 

7.183 

7.6 

6% 

Other  Western  Europe 

0.039 

0.047 

19% 

0.383 

0.329 

-14% 

0.543 

0.5 

-8% 

Eastern  Europe 

0.011 

0.040 

265% 

0.133 

0.366 

175% 

0.221 

0.5 

126% 

Former  Soviet  Union 

0.139 

0.222 

59% 

2.015 

1.120 

-44% 

2.640 

1.9 

-28% 

Asia 

1.231 

1.234 

0% 

11.106 

10.871 

-2% 

15.989 

15.5 

-3% 

Japan 

0.680 

0.715 

5% 

5.704 

5.654 

-1% 

8.364 

8.1 

-3% 

China 

0.059 

0.040 

-32% 

0.588 

0.254 

-57% 

0.690 

0.4 

-42% 

Other  East  Asia 

0.375 

0.369 

-2% 

3.433 

3.372 

-2% 

4.929 

4.9 

-1% 

Taiwan 

0.168 

0.135 

-20% 

1.383 

1.365 

-1% 

1.913 

1.9 

-1% 

South  Korea 

0.140 

0.159 

14% 

1.489 

1.399 

-6% 

2.200 

2.1 

-5% 

Hong  Kong 

0.067 

0.075 

12% 

0.560 

0.597 

7% 

0.816 

0.9 

10% 

Other  Asia 

0.117 

0.111 

-6% 

1.380 

1.591 

15% 

2.005 

2.1 

5% 

Pakistan 

0.001 

0.001 

72% 

0.154 

0.171 

11% 

0.226 

0.2 

-12% 

Philippines 

0.031 

0.030 

-6% 

0.281 

0.375 

34% 

0.442 

0.5 

13% 

Middle  East 

0.134 

0.117 

-13% 

1.119 

1.321 

18% 

1.717 

1.9 

11% 

Israel 

0.024 

0.019 

-19% 

0.236 

0.251 

7% 

0.342 

0.3 

-12% 

Saudi  Arabia 

0.025 

0.024 

-4% 

0.347 

0.317 

-9% 

0.506 

0.4 

-21% 

Africa 

0.136 

0.184 

35% 

1.260 

1.926 

53% 

2.201 

2.5 

14% 

North  Africa 

0.074 

0.126 

71% 

0.863 

1.147 

33% 

1.312 

1.6 

22% 

Egypt 

0.024 

0.048 

101% 

0.476 

0.518 

9% 

0.709 

0.7 

-1% 

Algeria 

0.042 

0.041 

-3% 

0.267 

0.310 

16% 

0.382 

0.5 

31% 

Sub  -  Saharan  Africa 

0.062 

0.058 

-7% 

0.397 

0.779 

96% 

0.889 

0.9 

1% 

Latin  America 

0.538 

0.532 

-1% 

4.268 

4.595 

8% 

6.384 

6.7 

5% 

Mexico 

0.342 

0.309 

-10% 

2.474 

2.449 

-1% 

3.653 

4.0 

9% 

Other  Latin  America 

0.195 

0.224 

14% 

1.794 

2.146 

20% 

2.731 

2.7 

-1% 

Brazil 

0.005 

0.011 

149% 

0.120 

0.169 

40% 

0.143 

0.2 

40% 

Venezuela 

0.034 

0.034 

0% 

0.232 

0.365 

58% 

0.393 

0.4 

2% 

Canada 

0.425 

0.500 

18% 

3.159 

3.458 

9% 

4.804 

5.0 

4% 

Oceania 

0.033 

0.039 

17% 

0.293 

0.289 

-1% 

0.424 

0.4 

-6% 

World  Total 

3.145 

3.354 

7% 

29.392 

30.116 

2% 

42.314 

42.5 

0% 

Note:  FY 1993  forecasts  (f)  are  based  on  USDA’s  "Outlook  for  U.S.  Agricultural  Exports,"  published  on  May  27,  1993. 
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Exchange  Rate  Movements  Of  Major  World  Currencies 
Vis-a-Vis  U.S.  Dollar  --  Daily  Spot  Quotations  &  Monthly  Averages 
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